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AICPA Washington Report
August 19, 1974 
Volume II, Issue 44
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AGRICULTURE, DEPARTMENT OF
A proposal to add a new account to the Rural Electrification Adminis­
tration Uniform System of Accounts has been issued (see 8/13/74 
Fed. Reg., p. 28997). The proposal will add Account 424, Other 
Capital Credits and Patronage Capital Allocations, and will revise 
Accounting Interpretation 613. The time for comment expires 
9/12/74.
Finalized regulations under the Commodity Exchange Authority have been 
issued (see 8/9/74 Fed. Reg., p. 28618). The regulations cover 
financial reporting and recordkeeping requirements for Futures 
Commission Merchants and stipulate that certain recordkeeping 
be in conformance with GAAP.
ATOMIC ENERGY COMMISSION
John P. Abbadessa, CPA, has been chosen to receive the 1974 Career 
Service Award for sustained excellence by the National Civil 
Service League. Mr. Abbadessa, who is Assistant General Manager, 
Controller, will receive the award at a reception on 10/9/74 at 
the State Department.
COST ACCOUNTING STANDARDS BOARD
A "Progress Report to the Congress 1974" has recently been issued.
The report includes highlights of activities of the Board, its 
operations, discussion of certain cost accounting standards 
(and their status), as well as an appendix containing a summary 
of disclosure statement responses in statistical format. Copies 
may be obtained by calling 202/386-5554.
The effective date for the Standard entitled "Use of Standard Costs 
for Direct Material and Direct Labor" has been officially set 
for Oct. 1, 1974.
A proposed amendment to the Board's regulations to permit submission
of waiver requests to established contract coverage in the case of 
procurement of substantially similar products or services from 
the same contractor has been issued (see 8/9/74 Fed. Reg., p.
28645). The amendment would permit submission of waiver requests 
in such subsequent procurements at a level below that of the agency 
head, thus expediting the processing of administrative actions. 
Comments will be accepted until 9/9/74.
COST OF LIVING TASK FORCE
Passage of legislation establishing a Cost of Living Task Force is
expected this week. Both House and Senate Banking Committees 
have approved separate and slightly varying versions of the 
legislation which would provide statutory authority to monitor 
and collect data on various sectors of the economy. A small task 
force and full time staff is included in both versions. There is
-2-
no authority to impose mandatory wage/price controls. The House 
measure has no provision for non-government participation; the 
Senate version provides for 4 advisers to the task force who 
need not be government officials. The agency would be authorized 
an existence through June 30, 1976.
DEFENSE, DEPARTMENT OF
A GAO report entitled "Improvements Still Needed in Negotiating Prices 
of Noncompetitive Contracts Over $100,000" has been issued. The 
report (B-168450 of 8/5/74) states that some of the improvements 
needed are obtaining cost or pricing data, more information in 
advisory reports on contractors' proposals, improvements in 
price negotiations, and more effective procurement office reviews. 
Copies of the report are available for $1 from the GAO Reports 
Department, 202/384-6594.
FEDERAL DEPOSIT INSURANCE CORPORATION
Regulatory amendments on the use of standby letters of credit have 
been issued by the FDIC, Federal Reserve, and the Comptroller 
of the Currency. In general, the revised regulations, which are 
effective 9/16/74, require that banks treat standby letters of 
credit and ineligible acceptances in the same way they treat 
ordinary loans. The FDIC and Comptroller rules also will require 
regulated banks to disclose in their financial statements the total 
amount of such letters outstanding at the end of each year. A 
copy of the amendments (PR 48-74, of 8/9/74) may be obtained by 
calling 202/389-4221.
FEDERAL ENERGY ADMINISTRATION
"Problems in the Federal Energy Office's Implementation of Emergency
Petroleum Allocation Programs at Regional and State Levels"
is the subject of a GAO report (B-178205 of 7/23/74). The report, 
which was prepared for the Senate Subcommittee on Reorganization, 
Research and International Organizations, outlines some of the 
problems in the audit and investigation program, and emphasizes 
FEA's inability to conduct their refinery audit effort. Copies 
of the report are available for $1 from the GAO Reports Department, 
202/384-6594.
FEDERAL POWER COMMISSION
The FPC and the Securities and Exchange Commission have been charged
with a possible 40-year violation of federal laws banning bank 
officials from serving on the Board of Directors of Public Utilities 
The charge was made by Rep. Michael J. Harrington (D-Mass.) in 
testimony 8/14/74 before the Senate Subcommittee on Budgeting, 
Management and Expenditures. Citing rulings and exemptions issued 
by both agencies over the years which have allowed 35% of those 
serving on boards of utilities companies or their subsidiaries 
to also serve as bank directors, Mr. Harrington announced that he 
intends to request the FPC and the SEC to hold public hearings on 
the interlock question. He also stated that he will prepare 
legislation prohibiting any bank and utility sharing a common 
director from transacting business together. Sen. Lee Metcalf
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(D-Mont.), Chairman of the Subcommittee, called the exemptions 
"incredible . . .  a direct invitation to a conflict" of interests 
and an apparent violation of the law.
FEDERAL TRADE COMMISSION
The line-of-business survey questionnaires have been mailed. In a
sudden move, the FTC mailed questionnaires to 345 of the nation's 
largest companies on 8/15/74. In deference to the wishes of the 
House-Senate Conference Committee, the FTC chose not to mail 
questionnaires to 500 firms as was authorized in the appropriations 
bill which was vetoed by President Nixon on his last full day in 
office. It was announced that this first round of questionnaires 
relate to sales, direct costs, promotion, research, development 
and profits. The second round, which may involve more than 345 
firms, will be mailed in early 1975.
GENERAL SERVICES ADMINISTRATION
Executive branch positions on several recommendations of the Commission 
on Government Procurement have been reached (see 8/13/74 Fed. Reg., 
p. 29057). Among the recommendations accepted by the Executive 
branch was Recommendation E-4 which was to repeal the statutory 
6% limitation on architect-engineer fees.
A quarterly report on the status of recommendations of the Commission 
on Government Procurement is available. The report (B-170725 of 
7/31/74) entitled "Executive Branch Action on Recommendations of 
the Commission on Government Procurement: Progress Status, 
Responsiveness" updates previous reports and outlines the extent 
to which recommendations have been accepted, modified and rejected 
and states what implementing actions have been initiated and 
completed. Copies are available for $1 from the GAO Reports 
Department, 202/384-6594.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Proposed regulations governing grants to local educational agencies for
specific programs and projects has been issued (see 8/13/74 Fed. Reg., 
p. 28997). The proposal specifies the manner in which applications 
for grants must be made and includes a requirement that the local 
educational agency "establish sound fiscal and fund accounting 
procedures." Extensive guidelines are included which outline an 
"Educational Program Audit" which is described as an external review 
of the appropriateness and effectiveness of the program. The 
time for comment expires 9/30/74.
Another proposal was issued by the Social Security Administration which 
effects hospitals, skilled nursing facilities, and home health 
agencies (see 8/12/74 Fed. Reg., p. 28903). The proposal requires 
that the specified organizations must have in effect an overall plan 
and budget as a condition of participation in Medicare. GAAP is to 
be applied in considering capital items under the capital expenditure 
plan. The time for comment expires 9/11/74.
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HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
Congress has passed and sent to the President an $11.1 billion
housing and community development bill. Although higher than 
initially requested, the President is expected to sign the bill 
into law. There is a provision in the bill for audits of the 
funds for low-income housing projects. A copy of the conference 
report (HRept. 93-1279) may be obtained by calling the House 
Subcommittee on Housing, 202/225-7054.
SECURITIES AND EXCHANGE COMMISSION
A preliminary outline of a "Financial and Operations Combined Uniform
Single Report (FOCUS report)" has been announced (Rel. 34-10959
of 8/9/74). The new report would streamline the reporting system 
for brokers and to reduce their paperwork, while at the same time 
providing the Commission with more information. Comments are 
being solicited until 9/30/74 on this proposed report.
In addition, the Commission by that same release announced 
adoption, with certain minor changes, of proposed Rule 17a-18, 
Rule 17a-19 and related Form X-17A-19 under the ’34 Act.
The SEC Report Coordinating Group (Advisory) will hold public 
meetings on 9/4 and 9/6 at the Commission’s headquarters in 
Washington to discuss, on 9/4, the proposed FOCUS report (supra), 
and on 9/6, a meeting to discuss development of simplified assess­
ment forms.
The "Municipal Securities Act of 1974" (S. 2474) has been approved by the 
Senate Banking Committee and is expected to be reported to the full 
Senate this week. The legislation gives the SEC regulatory authority 
over both banks and securities dealers who deal in municipal bonds.
The bill would establish a Municipal Securities Rulemaking Board 
composed of representatives of the securities industry, the banking 
industry, and the public, and charges with establishing rules to 
regulate the operation of the municipal securities markets. Compliance 
with the Board's rules and the Federal securities laws would be the 
responsibility of the bank regulatory agencies in the case of banks, 
and the NASD in the case of securities firms.
In addition, it is reported that the House Interstate and Foreign 
Commerce Committee will take up the Moss bill (HR 5050) for markup 
this week, lending further assurance for consideration by the full 
House prior to adjournment.
A notice of adoption of amendments to Guide 22 of the Guides for
Preparation and Filing of Registration Statements under the 1933 
Act and adoption of Guide 1 of the Guides for Preparation and Filing 
of Reports and Registration Statements under the 1934 Act has been 
issued (ASR 159 of 8/12/74). The amendments require explanation of 
income statement items which change by more than 10% if such change 
exceeds 2% of average net income. The effective date for the 
amendments is 9/30/74.
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STA TE, DEPARTMENT OF
A meeting of Study Group I of the U.S. National Committee for the 
International Telegraph and Telephone Consultative Committee 
(CCITT) has been announced (see 8/15/74 Fed. Beg., p. 29391).
The meeting, which concerns preparations for meetings of a 
working party dealing with telegraph and telephone rates and 
accounting matters, will be held 9/17/74 at 10:00 a.m. in 
Room A-110 of the Federal Communications Commission, 1919 
M Street, Washington, D.C.
TRANSPORTATION, DEPARTMENT OF
New regulations relating to payment procedures for reimbursement of 
state audit expenses have been published (see 8/12/74 Fed. Reg., 
p. 28876). The regulations state that audits are to be performed 
in accordance with GAAS and that CPA or LPA firms may be used to 
augment the state audit forces.
TREASURY, DEPARTMENT OF
The conference report on the pension bill, HR 2, has been released 
(HRept. 93-1280). It also appears in the 8/12 and 8/13 issues 
of the Cong. Record, p. H8163-70 and H8217-8311. As expected, 
the House-approved version of the disclosure and reporting 
requirements were adopted. In addition, the Keogh plan provisions, 
are amended and increase to $7500 the maximum deduction for self- 
employed, to be effective this year. House debate on the conference 
report is scheduled for 8/20/74.
Additional details about an Internal Revenue Service plan to open for
public inspection tax rulings it will issue to individuals,
corporations and other taxpayers have been announced. In general, 
the IRS plan would require taxpayers requesting rulings to submit 
waivers of confidentiality with their requests. There are still 
questions to resolve concerning the waiver provisions but further 
announcements about placing the new rulings plan into effect are 
to be announced shortly.
An increase in the mileage allowance for cars used in business from 12 £ 
to 15C for the first 15,000 miles and 10C on each additional mile 
has been announced. The rates for charitable, medical and allowable 
moving expense purposes has been increased to 7C per mile. An 
$8 increase, raising to $44 the amount of reimbursements, or per 
diem allowances, for ordinary and necessary expenses of employees 
traveling away frcm home was also included in the announcement. All 
increases are effective for taxable years beginning after 12/31/73 
(TIR 1299 of 8/12/74).
A public hearing concerning proposed regulations affecting administration 
of private foundation excise taxes is scheduled for 9/12/74 at the 
Internal Revenue building in Washington. Copies of the proposed 
rules appeared in the 6/17/74 Fed. Reg , p. 20975. In addition, 
copies of the proposed amendments and additional information may 
be obtained by calling 202/964-3935.
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